Marketing of cottonseed in Louisiana by Hudson, James Francis
Louisiana State University
LSU Digital Commons
LSU Agricultural Experiment Station Reports LSU AgCenter
1946
Marketing of cottonseed in Louisiana
James Francis Hudson
Follow this and additional works at: http://digitalcommons.lsu.edu/agexp
This Article is brought to you for free and open access by the LSU AgCenter at LSU Digital Commons. It has been accepted for inclusion in LSU
Agricultural Experiment Station Reports by an authorized administrator of LSU Digital Commons. For more information, please contact
gcoste1@lsu.edu.
Recommended Citation
Hudson, James Francis, "Marketing of cottonseed in Louisiana" (1946). LSU Agricultural Experiment Station Reports. 10.
http://digitalcommons.lsu.edu/agexp/10





Percentage Distribution of the Disposal of
Cottonseed by Fanners, Louisiana,
LOUISIANA STATE UNIVERSITY
AND
AGRICULTURAL AND MECHANICAL COLLEGE
AGRICULTURAL EXPERIMENT STATIONS
W. G. Taggart, Director
TABLE OF CONTENTS
Page
Growth in the Importance of Cottonseed 3
Farm Income from Cottonseed . 5
The Marketing of Cottonseed 7
Proportion of Cottonseed Sold P 8
Time and Place of Sale 10
Prices Received by Farmers for Cottonseed 11
Variations in Cottonseed Grades 12
Price Margins 1^
Methods Used to Determine Weight of Cottonseed 19
Other Trade Practices Affecting the Ginners' Price Margins
ON Cottonseed • • • 21
How Price Margins Might Be Reduced 23






GROWTH IN THE IMPORTANCE OF COTTONSEED
Cotton lint has been a valuable commodity for more than 2,000
years, but it was in comparatively recent years that American ingenuity
found uses for cottonseed which transformed it into a commodity of
great commercial value and importance. Cottonseed oil was first pro-
duced in the United States in about 1768. In the beginning it was
used experimentally as an oil in paints, an illuminant, a lubricant, and
as a food for livestock. The oil made its initial appearance in food for
human consumption in about 1855, as an ingredient used in tempering
lard to be consumed in cold climates.
The first commercial cottonseed oil mill in this locality was con-
structed at Natchez, Mississippi, in 1834.i The extraction of oil was the
main purpose of the early cottonseed oil mills, but other products de-
veloped to such an extent that the only element now discarded in the
manufacturing process is the dirt removed from the seed. The discovery
of the many new uses for crude products from cottonseed has been the
chief factor in the growth of the cottonseed processing industry. During
the 1943-44 season, approximately 86 per cent of the cottonseed produced
in the United States, and 89 per cent of that produced in Louisiana was
crushed by the cottonseed oil mills (Table I)
.
Following the invention of the cotton gin by Eli Whitney in 1793,
the production of cotton increased rapidly and cottonseed, being a joint
product with cotton lint, also increased. Because there was little demand
for its products, only five to ten per cent of the cottonseed produced
prior to 1881 was processed in cottonseed oil mills. Cottonseed was used
for planting and, to some extent, as feed for livestock and as fertilizer.
The bulk of the cottonseed produced was left at the gin and because
the rotting seeds were thought to be a menace to health, the ginner fre- .
quently hired someone to haul them away.
Shortly after the Civil War, the demand for cottonseed products was
large enough to utilize all that were produced. As a result, the industry
grew rapidly and mills were built all over the Cotton Belt. The num-
ber of mills in the United States increased from 7 in 1860 to 870 in 1913
(Table II) . Since 1913 there has been a considerable reduction in the
number of oil mills crushing less than 10,000 tons of cottonseed and an
*The author wishes to acknowledge the helpful assistance given by Dr. B. M. Gile
in planning this study and in the development of the manuscript.
iCottonseed and Its Products (Memphis: National Cottonseed Products Associa-
tion, Inc., 1937) , p. 8.
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increase in the number of mills crushing more than 10,000 tons. By
1944 the number of active mills had been reduced to 394.
As the industry developed, farmers became more concerned over the
prices received for their cottonseed. Cottonseed oil mills began to take
more interest in the quality of the cottonseed, and they organized an
association for the purpose of improving and regulating their business.
About 1911 the industry called upon the United States Department of
Agriculture for assistance in formulating rules for grading cottonseed,
and in combating the gin practice of adulterating the seed with trash
before delivering it to the mills. After many years of study in coopera-
tion with the industry, the United States Department of Agriculture has
Table I. Estimated Quantity of Cottonseed Produced, Quantity Crushed and
Percentage of Production Crushed in the United States and
Louisiana, for Selected Years, 1874-1943
United States Louisiana
Year* Crushings Crushings
Production Crushings as per- Production Crushings as per-
centage of centage of
production production
1,000 tons 1,000 tons Per cent 1,000 tons 1,000 tons Per cent
1874 1,687 84 5 t X X
1881 2,455 295 12 X X X
1890 4,093 1,023 25 X X X
1905 • 5,060 3,131 62 246 181 74
1910 5,175 4,106 79 109 80 73
1920.. 5,971 4,069 68 172 120 70
1930 6,028 4,695 78 330 255 77
4,634 3,750 81 251 210 84
1940 5,286 4,490 85 191 163 85




5,202 4,516 87 243 220 91
4,688 4,046 86 299 265 89
4,932 4,253 86 217 191 88
*Crop year beginning August. tPreliminary. JNot available.
Sources: Bureau of the Census, Cotton Production and Disposition, Bulletins 1-181; Bureau of Agri-
cultural Economics, Farm Production, Farm Disposition, and Value of Cotton and Cottonseed and Related
Data, 1928-42. June 1944.
developed a system of cottonseed grading. The system of grading used
during the 1943-44 season was based upon the amount of oil, ammonia,
moisture and foreign matter present in the seed and the percentage of
free fatty acids in the oil in the seed. Cottonseed containing a certain
quantity of the above constituents of a given quality was called "basis"
grade seed and graded 100. In buying seed "on grade," the mill offers
a price for "basis" seed. A sample of the purchased seed is chemically
analyzed by a chemist licensed by the Department of Agriculture. If the
seed grades above 100, the seller receives a premium; if it grades below
100, he receives a discount from the base price.
4.
Cottonseed became a vital commodity during World War II, because
of the strategic importance of its products and the great reduction in the
amount of fats and oils usually imported into the United States. Cot-
tonseed cake and meal and cottonseed hulls, used in the production of
livestock products, were important factors in the "Food for Freedom"
program. Cottonseed linters were under allocation by the War Pro-
duction Board, and went to war in the form of smokeless powder for
the armed forces.
Table II. Number of Cottonseed Oil Mills in the United States and Louisiana in
Selected Years, 1860-1944
Area
Number of Oil Mills by Years
1860 1870 1880 1890 1900 1905 1909 1913
7 26 45 119 369 715 817 870
3 6 12 7 24 51 43 32
Area 1920 1930 1935 1940 1941 1942 1943 1944
675 520 478 446 446 426 410 394
22 19 18 19 19 18 18 18
Sources: Bureau of Census, Cotton Production and Distribution, Bulletins 101-181; Census of Manu-
factures, 1860-1900.
FARM INCOME FROM COTTONSEED
Cottonseed production in the 1943-44 cotton season in Louisiana
was 299,000 tons compared with 243,000 tons in 1942-43, and 135,000'
tons in 1941-42. Production in the United States was 4,688,000 tons in
1943-44, 5,202,000 tons in 1942-43, and 4,553,000 tons in 1941-42 (Table
' The estimated farm value of the production of cottonseed in Louisi-
ana was $15,428,000 in 1943-44, $10,799,000 in 1942-43, and $6,418,000
in 1941-42. The value of the production in the United States was
$244,052,000 in 1943-44, $237,221,000 in 1942-43, and $216,961,000 in
1941-42 (Table III) . Cottonseed ranked fifth in value of major farm
crops produced in Louisiana during the ten-year period 1932-41.
Small cotton farm owners, tenants, and sharecroppers depend upon
the income from cottonseed to pay the costs of harvesting and ginning
the cotton crop. Farmers who borrow money to produce their crop
have their first bales of lint cotton obligated as payment of these debts.
In such cases, the income from cottonseed is their only source of cash at
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THE MARKETING OF COTTONSEED
The main purposes of this report are to analyze the agencies used by
farmers in marketing cottonseed, the buying and selling practices of
ginners, and the relationship between the average farm price of cotton-
seed and the value of the products obtained from cottonseed. Most of
the data on methods and practices used in marketing cottonseed in
Louisiana were obained by using the survey method. Schedules per-
taining to practices of individual farmers were taken in parishes selected
as being representative of the four cotton grade and staple reporting dis-
tricts of the State established by the Cotton and Fiber Division of the
War Food Administration. Most of the farm schedules were taken
from farmers who were patrons of the ginning establishments from
which data were obtained. By following this procedure it was possible
to check one source of data against the other on certain items and
enhance the reliability and accuracy of the data.
The schedules of gin information were obtained from those gins
used by the Cotton and Fiber Division of the War Food Administration
in preparing their Cotton Quality Reports. The division selects gins
7
representative o£ those located in each district, a large enough number
being selected so that their total volume of ginnings will represent ap-
proximately ten per cent of the ginnings in the district.
Ninety-five schedules were obtained from farmers: 23 in District I,
26 in District II, 33 in District III, and 13 in District IV (Figure 1)
.
Of the farmers interviewed, 42 were farm owners, 7 cash renters, 1 stand-
ing renter, 17 third and fourth share renters, 7 third share renters, and
21 one-half share renters. The data obtained from the farm schedules
were supplemented by data pertaining to farm practices included in the
gin schedules.
Forty-nine schedules were obtained from ginners: 15 in District I,
6 in District II, 15 in District III, and 13 in District IV (Figure 1) . The
gins from which data were obtained had an average ginning volume of
1,734 bales per gin as compared with the State average of 1;315 bales as
reported by the United States Department of Commerce, Bureau of the
Census. Seventeen gins were owned by individuals, 11 were partner-
ships, 6 were owned by estates, and 15 were incorporated. The average
capital investment in the gin establishments was $24,632 in District I,
$16,800 in District II, $22,000 in District III, and $21,600 in District IV.
PROPORTION OF COTTONSEED SOLD
During the 1943-44 season, the farmers sold 87.1 per cent of their
cottonseed for crushing purposes; 86.9 per cent to the ginner handling
the farmers' cotton and 0.2 per cent direct to the cottonseed oil mill and
to other dealers (Table IV). They retained 12.9 per cent of their
cottonseed of which 3.2 per cent was sold to neighbors and other farm-
ers as planting seed, 0.1 per cent was sold to planting seed dealers, 7.2
per cent was used on the farm as planting seed, and 2.4 per cent was
used as feed for livestock and as fertilizer on the farm.
Table IV. Percentage Distribution of the Disposal of Cottonseed, by Farmers,
Louisiana, 1943-44 ^^^^^
Disposition of Cottonseed Reported by Farmers
District





















































86.9 0.2 87.1 3.3 7.2 2.4 12.9 100
8
The general practice followed by farmers is to bring home a suffi-
cient amount of cottonseed to plant, and if necessary, replant their ex-
pected acreage of cotton the following season; in addition, they allow
for enough to supplement their livestock feed supply during the winter
months. The amount of cottonseed retained by farmers to be used as
feed for livestock tends to fluctuate more from season to season than
that used for planting. Although it was found that some farmers, due
to custom and personal preference, feed whole cottonseed to their live-
stock, regardless of price relationships, the majority of farmers expect a
ton of cottonseed to exchange for a ton of cottonseed meal or the price
of both should exist in that ratio. The amount of cottonseed retained
by growers as livestock feed is affected considerably by this ratio
and
also by the supply and availability of the cottonseed meal.
There was very little change in the amount of cottonseed retained
for home use by farmers during the 1943-44 season compared with that of
the 1942-43 season (Table V) . If there were any change at all, it
has been
toward a reduction, rather than an increase, in amount. The farm
price of cottonseed has been considerably higher during the
past three
years than it was prior to 1941, and somewhat higher in 1943
than m
1942; also the price of cottonseed has been favorable
in respect to cot-
tonseed meal prices during the two seasons. These facts
would lead one
to expect a reduction in the amounts of cottonseed
retained for feed,
but due to shortages of feed and scarcity of cottonseed
meal and hulls,
the reduction has been very small. A factor which influenced farmers
not to increase the amount of cottonseed retained for
home use was the
increased wartime needs for oil seeds. Farmers
were asked to sell the
bulk of their cottonseed crop, retaining only
enough for planting, so
that the supply of the much needed oil products might
be obtained
A few farmers specialize in selling certified planting seed and
sell
their entire crop as such, but the percentage
of the total cottonseed pro-
T^nhJ^ V Changes in the Relative Amounts of Cottonseed
Carried Home by
able . CHAfJ^sjN^T
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duction sold in this manner in Louisiana is very small. The planting
seed sales o£ the majority of the growers consist mainly of cottonseed left
after planting their own crop.
TIME AND PLACE OF SALE
Eighty per cent of the cottonseed sold to the ginner was sold at the
time the farmer ginned his cotton, 4 per cent was carried home and sold
to the ginner at a later date and 16 per cent was left at the gin and sold
at the end of the season (Table VI) . As a general rule growers operating
small farms sell their cottonseed at the time their cotton is ginned. On
the other hand, growers operating the large farms frequently make ar-
rangements with the ginner to make settlements for their cottonseed at
certain intervals or at the end of the season. Due to competition between













Number Per cent Per cent
23 88.7 8.1 3.2 83.6
26 71.8 1.9 26.3 81.2
33 70.1 0.7 29.2 91.0
13 100.0 0.0 0.3 93.3
95 79.8 4.0 16.2 86.9
gins, the large producers can bargain with the ginner on the basis of
their volume of ginnings and frequently obtain a premium over the
posted price.
Eighty-six per cent of the farmers surveyed paid their gin charges
with a portion of their cottonseed; the remaining 14 per cent either sold
their cottonseed for cash or exchanged it for cottonseed meal and hulls
at the gin. The general procedure followed is for the ginner to deduct
the ginning charges from the total amount to be paid for the cottonseed
and to pay the difference in cash.
Growers selling their cottonseed direct to the cottonseed oil mill and
to other dealers are principally those living in or near the community
in which the oil mill is located and who were not able to secure cotton-
seed meal and hulls from the gin at which they ginned their cotton.
1^0
The growers deliver their cottonseed to the mill and receive the cotton-
seed meal and hulls in exchange for it. A small portion of the cotton-
seed was sold by the growers to ginners who had not handled their
cotton.
PRICES RECEIVED BY FARMERS FOR COTTONSEED
With the beginning of World War II, the War Production Board di-
rected the Commodity Credit Corporation to inaugurate a program
designed to secure cottonseed oil and linters for war purposes. The
Corporation entered into contracts with cottonseed oil mills, under
which the mills agreed to purchase all available cottonseed on the basis
of the United States Standard Grades, paying a minimum price per ton
for seed of the "basis" grade, with premiums and discounts for seed of
other grades, according to the standards. The sampling and grading of
the cottonseed was under the supervision of the Agricultural Marketing
Administration. Under the program for the 1943-44 season, the War
Food Administration established a minimum support price for cotton-
seed at |56 per ton for "basis" grade cottonseed in all producing states
except Oklahoma, Texas and New Mexico where the price was $55 per
ton. Seventeen oil mills in Louisiana accepted the offer made by the
War Food Administration and, complying with the agreement, purchased
all cottonseed of the 1943-44 crop on the basis of the United States
Standard Grades and paid $56 per ton for "basis" grade cottonseed with
premiums and discounts for seed of other grades. The only variations
in the prices paid by the oil mills for cottonseed were those caused by
variations in the grade of seed purchased.
Under normal conditions, cottonseed prices are determined by the
market value of the products produced from the seed. The price paid
by processors of cottonseed is based on the present and anticipated value
of the products to be obtained from the seed, less processing and trans-
portation costs. The margins taken above costs of processing depend
somewhat upon the price paid for seed by competitors in their respec-
tive territories. Ginners in turn base the prices which they pay growers
for cottonseed on a margin per ton under the prices at which they can
sell the seed to mills, and on what competing ginners pay for cottonseed.^
Crushing mills turn out four products. Crude cottonseed oil, the
most valuable product, and linters are sold as semi-finished products.
Cottonseed cake or meal, the second most valuable product, and cotton-
seed hulls are sold as finished products. Cottonseed oil competes with
imported oils, tallow, whale oil, palm oil, and. domestic animal and
vegetable oils. Cottonseed cake and meal compete with other types of
livestock feed; cottonseed hulls compete with roughage feeds, such as
2A M Dickson, Cottonseed Prices in the United States, 1934-35, (Washington,
United' States Department of Agriculture, Agricultural Adjustment
Administration,
March, 1936) , p. 5.
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hay, silage, etc.; and cottonseed linters compete with cotton mill waste
and wood pulp. This competition among the various substitutable
materials determines the market value of these products.^
Crushers cannot completely hedge their purchases of seed nor the
equivalent value in products, and therefore the crushing business has
an element of uncertainty. Anticipation on the part of the crushers
as to whether the value of any one, or all, of the products will rise or fall
may influence the prices paid by mills for cottonseed.
The quantity of products and the proportions of the various prod-
ucts milled from a ton of cottonseed are determined largely by the quality
of seed. A larger proportion of the more valuable products can be
milled from high quality cottonseed. Variations in the quantities of
products obtained per ton of seed crushed by mills in Louisiana during
the period 1928-43 are shown in Table VII. The price paid for cotton-
seed by the crushers may be influenced to some extent by the quality of
the cottonseed purchased.
VARIATIONS IN COTTONSEED GRADES
The grades of cottonseed vary considerably during the year, the
highest grades usually being obtained during the months of August and
September and lower grades during the latter part of the season. There
is considerable variance also in the grades of cottonseed between districts
within the State and between communities within the individual par-
ishes (Table VIII).
Variations in cottonseed grades are caused by several factors, such as
atmospheric humidity, rainfall, sunshine, and soil moisture. High at-
mospheric humidity increases the free fatty acids in the oil in the seed
which lowers the quality and grade of the cottonseed.^ The lower grades
obtained in District IV are attributable largely to high humidity. Ex-
tended periods of dry weather sometimes result in half filled seeds. Dis-
tricts I and II are affected to a greater extent by this factor than Dis-
tricts III and IV. Other factors affecting the oil and protein content
of the cottonseed are the amount and time of defoliation and time of
the first killing frost. The ammonia content of the seed is mainly de-
termined by the soil moisture.^ There are also indications that the va-
riety of cotton and the types of soil in which the cotton is grown may in-
fluence the quality and grade of the cottonseed produted.
3J. I. Morgan, "Cottonseed Crushing Industry," Manufacturers Record, CV, (1936)
,
I, p. 23.
4G. S. Meloy, "Part of Address Given at the 48th Annual Convention of the Na-
tional Cottonseed Products Association in New Orleans, Louisiana, May 17-18, 1944,"
The Relation of Atmospheric Humidity to Free Fatty Acids (Washington, War Food
Administration, Office of Distribution, 1944) .
sQ. S. Meloy, Relation of the Ammonia Content of Cottonseed to the Quantity
and Quality of Cake Produced (Washington, United States Department of Agriculture,
Agricultural Marketing Service) , p. 3.
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Table VII. Quantity of Products Obtained Per Ton of Cottonseed Crushed,
Louisiana, 1928-43
Date*
POtrNDS OF PRODUCTS OBTAINED PER TON OF COTTONSEED CRUSHED
Total Crude oil Cake & meal Hulls Linters Mfg. less
1874 321 869 575 109 126
1929 1881 320 886 544 131 119
1930 IBS9 315 916 542 126 101
1931 1865 299 869 585 112 135
1932 1885 322 871 586 106 115
1933 1886 314 890 572 110 114
1934 1876 322 852 572 130 124
1935 1854 311 881 516 146 146
1895 307 892 554 142 105
1937 1881 302 875 544 160 119
1QQQ 1828 308 865 521 134 172
1939 1891 321 892 530 148 109
1884 347 845 516 176 116
1856 313 859 511 173 144
1942 1841 316 870 475 180 159
1943 1868 307 963 428 170 152
1873 315 881 536 141 127
* Year beginning August 1.
Source: Bureau of Census, Cotton Production and Distribution, Bulletins 164-181.
The ginners sell their seed on the basis of its grade; but at present no*
economical method has been developed by which the small wagon lots o£
cottonseed purchased by the ginner from the grower can be graded.
Although the grower seldom receives a premium or a discount for the
various grades of cottonseed sold to the ginner, he may be benefited
indirectly by the grading system. As shown in Table IX, the average
price received by farmers was highest in Districts I and III which also-
had the highest average cottonseed grades. This indicates that in dis-
tricts where growers produce a high quality of seed, upon which the gin-
ner receives a premium, the premiums are reflected back to the growers-
in the form of a higher farm price.
PRICE MARGINS
The spread between the price received by farmers and the value of
the products produced per ton of cottonseed is important to farmers in
considering whether they might carry the productive process nearer to
the consumer. Since there is little carry-over of cottonseed from one
season to the next, the annual margin can be calculated from the sea-
sonal mill-product values as reported by the Bureau of the Census and
the average prices received by farmers as reported by the Bureau of
Agricultural Economics. These annual margins are shown in Table X,,
together with the percentage of mill value attributed to each of the four
13
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*Basis grade = 100.
cottonseed products. Figure 2 shows the trend in product value, farm
value, actual margins, and farm value as a percentage of mill value, by
seasons. Both the value of products and the farm price per ton of seed
show a considerable increase since 1940. The farm prices as a percent-
age of the product value has increased from 52.8 per cent in 1940 to
71.9 per cent in 1943. The margin between the farm price and mill
product value per ton has varied from $9.36 in 1932 to $21.36 in 1942.
The middlemen's charges and the marketing margins have been rela-
tively stable compared with the farm price and value of the cottonseed
products. Due to the stability of marketing margins, the fluctuations in
the farm prices are somewhat wider than those in the mill-product val-
ues. The oil mill margins vary with individual mills depending upon
the volume of seed handled and distance seed is shipped to the mill.
Relatively small mills obtain their supply of seed from gins located in
the vicinity of the mill. Transportation costs in obtaining the seed are
comparatively low as the average hauling distance is only about 25 miles.
They operate for a relatively short season and normally sell the larger
part of their production of meal and hulls to local consumers.
The practice of buying cottonseed on the basis of F. O. B. mill prices
enables the larger mills to buy seed over wide areas and to compete for
seed supplies with the small local mill. The transportation costs of the
larger mills are comparatively high and the large territories served neces-
sitate the use of a number of seed buyers to contact ginners to obtain
their patronage. On the other hand, these mills usually operate for a
more extended season, resulting in a more complete use of their capacity
and lower processing costs.^
6A. M. Dickson, Cottonseed Prices in the United States, 1934-35 (Washington,
United States Department of Agriculture, Agricultural Adjustment Administration,
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Both small and large mills have lowered their conversion costs per ton
for cottonseed by using their idle capacity between seasons to crush soy-
beans, peanuts and other oil bearing crops. They have also extended the
period of operation by the addition of such operations as the mixmg
17
of fertilizers and feeds and handling other commodities made from the
cottonseed products.
The size of margins taken by gins during the 1943-44 season varied
jconsiderably (Table XI) . The wide variations are to a large extent
;the result of differences in trade practices used in arriving at the weights
of the cottonseed. During the season one gin in District IV sustained
ian average loss in cottonseed weights of 303 pounds per ton and paid
prices for cottonseed $8.40 lower than the price paid by the mill to which
the seed were sold. Another gin in District I sustained an average loss
of only 8.4 pounds per ton and paid prices for cottonseed only $2.13
below that paid by the mill to which the seed were sold.
Table XL Average Price Paid Farmers for Cottonseed, Average Price Received by
GiNNERS AND MARGIN BETWEEN FaRM PrICE AND PrICE RECEIVED
BY Ginners, Louisiana, 1943-44*
Average price Average price Gin
Location of gins reporting per ton received per ton paid rnsrgin,
by ginner farmers
Parish District Dollars









II 56.04 53.00 3.04
56.77 53.00 3.77















METHODS USED TO DETERMINE WEIGHT OF COTTONSEED
Five different methods of calculating the weight of cottonseed were
used by ginners interviewed (Table XII) . Method I: Twenty-five gin-
ners obtained the weight of the cottonseed by deducting the gross weight
of the lint bale from the weight of the seed cotton. Both the gross weight
of the lint bale and the weight of the seed cotton were determined by
the use of scales. In using this method, ginners assume that the weight
of the bagging and ties is sufficient to make up for the loss in weight
due to trash and moisture removed during the ginning process/ There
is a considerable range in the weights of cottonseed as obtained by vari-
ous ginners using this method, caused largely by variations in the
amounts of trash and moisture removed during ginning. The gin weights
of cottonseed as compared with the oil mill weights ranged from a gain
of 22.5 to a loss of 156.8 pounds per ton with an average loss of 49.2
pounds (Table XIII)
.
Method II: Five ginners obtained cottonseed weights by a method
similar to the one described above, except that a fixed deduction was
taken from the weight obtained as an adjustment for loss of trash and
moisture during the ginning process. The deductions taken by the
ginners ranged from 5 to 10 per cent of the weight obtained. Weight
losses at the mill sustained by ginners using this method ranged from
90.5 to 195.4 pounds and averaged 128.6 pounds per ton.^
Method III: Two ginners calculated the weight of the cottonseed
by deducting a specified amount from the gross weight of the lint bale
and doubling the difference. The deduction taken by the ginners
ranged from 20 to 25 pounds per bale. The gross weight of the lint bale
is determined by scales and is the only actual weight used in the calcu-
lation. The cottonseed weight is determined upon the basis that the
cottonseed and lint are produced in a ratio of two to one and the de-
duction is made to allow for losses during the ginning process. Ginners
using this method sustained a loss of 167.2 pounds per ton of seed when
their weights were compared with the weights received at the oil mill.
Method IV: Three ginners obtained cottonseed weights similar to
Method III, except that the gross weight of the lint bale is doubled first
and then the deduction is taken. The deductions taken by the ginners
ranged from 15 to 20 per cent of the weight obtained. Ginners sus-
tained a loss of 227.6 pounds per ton in using this method.
7The gross weight of the lint bale includes the weight of the bagging and ties
with which the bale is wrapped. Twenty-two pounds for jute bagging and fourteen
pounds for cotton bagging are the commonly accepted weights of baggmg and ties.
sThree of the five gins using this method were located in District IV. Due to the
rank growth of cotton and high atmospheric humidity, the losses of weight due
to
trash and moisture removed during ginning are much larger in District IV than in
Districts I II, and III. Although a deduction is made to adjust for these losses, the
loss in weight at the oil mill sustained by: these ginners was greater than that
of gins
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Method V: Thirteen ginners used scales to determine the actual
weight of the cottonseed purchased. Ginners using scales sustained a
loss of only 9.2 pounds per ton when their weights were compared with
those at the oil mill. This amount represents the loss in weight per ton
which can be expected to result from moisture evaporation and seed han-
dling during shipment to the oil mill.
Table XIII. Comparison of the Cottonseed Weights as Calculated at the Gin
WITH Those Obtained at the Oil Mill, Louisiana, 1943-44
Comparison of gin weights to oil mill weights
Method of calculating cottonseed
weights at the gin
1 . Seed cotton less gross weight of bale
.
2 . Seed cotton less gross weight of bale-
deduction for trash
Gross weight of bale—^less deduction for
trash doubled
Double gross weight of bale—less de-
duction for trash

























* Weight loss sustained when seed scales are used was assumed to represent loss in weight
due to handling and shipping of seed from gin to oil mill, and was deducted from total to
obtain
loss due to miscalculation of cottonseed weights by use of other methods.
OTHER TRADE PRACTICES AFFECTING THE GINNERS'
PRICE MARGINS ON COTTONSEED
First, the ginners' margin on cottonseed varies according to the price
paid for cotton. Ginners sometimes pay more for the cotton lint than
they can sell it for at the time of purchase and then recoup their losses
by paying lower prices for cottonseed. Eight out of 13 ginners in Dis-
trict IV reported buying both lint cotton and cottonseed from the grow-
ers. In the other three districts only one other ginner reported buying
a limited amount of lint cotton, and he was located in District I (Table
XIV) . A gin in District IV buying both cotton and cottonseed paid an
average of $6.81 per ton lower than the price received for the
cottonseed.
Another gin in the district which did not buy cotton paid an average
of $5.52 per ton lower than the price received.
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Table XIV. Ginners Buying Lint Cotton at the Gin, Louisiana, 1943-44
Average No. Average No. No. gins
District No. gins bales ginned bales lint buying
reporting per gin bought by gin* lint cotton
I 15 1,869 75.0 1
II 6 1,6£6 0 0
15 2,020 0 0
IV 13 1,271 550.0 8
Total 49 1,734 169.00 9
*Does not include remnant bales bought by ginner.
Second, the ginners' margin varies with the method used in making
settlements with growers for their cottonseed. A ginner making settle-
ments for seed purchased on the basis of the grade analysis of the seed
can operate on a smaller margin than a ginner who makes settlements
on an estimation of what the grade analysis will be. The latter is a
form of speculation and necessarily involves a greater risk. Forty-two
ginners paid the growers for cottonseed on the basis of a posted gin price
(Table XV) . Two ginners paid growers for cottonseed on the basis
of the posted gin price, making additional payments to large growers as
an incentive to retain their future patronage and in order to obtain as
large a volume of business as possible. Four ginners in addition to pur-
chasing a portion of their seed on the basis of the posted gin price, also
purchased a portion on the basis of the average seed grade analysis as
received from the cottonseed oil mill. Only one ginnner reported that
he bought all cottonseed from growers on the basis of the grade analysis
of the seed.
Third, margins may vary according to how fully the prices the ginners
pay for cottonseed reflect the premiums or discounts which the ginner
receives from the oil mill. The margins at the beginning of the season,
when seed are low in grade, are often very small; but during the peak
of the season when premium^s are received, the margin may be much
larger.^
Fourth, where ginners charge lower than average prices for ginning,
they frequently take rather large margins for handling cottonseed. Gin-
ning charges were found to be higher in District IV than in the other
districts, but the gin margins on cottonseed after allowances were made
for seed weight losses were comparatively small.
Fifth, the wide variations in the margins taken by gins for handling
cottonseed may be influenced by the degree of competition between gins.
In other words, in places where there is little competition in ginning
9A. M. Dickson, Cottonseed Prices in the United States, 1934-35 (Washington,
United States Department of Agriculture, Agricultural Adjustment Administration,
March, 1936) , p. 88.
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cotton and buying cottonseed, the ginners generally pay lower prices for
cottonseed than they do in places where competition is keen.^^
Table XV. Method Used by Ginners in Making Settlements for Cottonseed
Purchased, Louisiana, 1943-44
Methods of making seed settlements as
reported by ginners



















I 12 1 2 0 15
II 6 0 0 0 6
Ill 12 1 2 0 15
IV 12 0 0 1 13
Total 42 2 4 1 49
HOW PRICE MARGINS MIGHT BE REDUCED
The average margin between the value of products obtained per ton
of seed crushed and the price received by farmers for cottonseed for
Louisiana as a whole was $20.16 per ton for the 1943-44 season, $21.36
per ton for the 1942-43 season, and $18.26 for the 1941-42 season (Table
X) . These margins cover costs of assembling, transporting and process-
ing cottonseed, and the profits of middlemen and the oil mills. Data
showing the relation of margins taken to necessary costs are not readily
available and therefore further study of the question of more efficient
operation of oil mills would be desirable.
One cooperatively owned cottonseed oil mill operated in Louisiana
in 1944. It is called the St. Landry Soybean Cooperative and is located at
Washington, Louisiana. The mill processes cottonseed, soybeans and
during the summer of 1943, it crushed 919 tons of imported babassu nuts
for the Commodity Credit Corporation on a contract and then pur-
chased and resold the meal. Some published data with regard to the
costs and surpluses experienced by this cooperative oil mill may be of
loA M Dickson, Cottonseed Prices in the United States, 1934-35 (Washington,
United States Department of Agriculture, Agricultural Adjustment Administration,
March, 1936) , p. 90.
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suggestive value. The operating results per ton of cottonseed as esti-
mated by the Association, based on a 70-day operation, were as follows:
Proceeds:
Cottonseed oil—290 pounds @ 12f cents per pound $36,612
Cottonseed cake—1400 pounds @ $43.00 per ton 30.100
Mill linters—150 pounds @ 4.1 cents per pound 6.150
$72,862
Less:










Depreciation . 600 ;...;...$ 8.662
NET MARGIN $ 3.500
Source:
Lacey F. Richey, Cooperative Feed Distribution in the New
Orleans Farm Credit District (Washington, United States
Department of Agriculture, Farm Credit Administration,
January 1945), Misc. Report No. 76, pp. 31-32.
The average expenses of the cooperative mill amounted to $10.36 per
ton, including the transportation charges on seed from the members
local shipping points to the mill. On the basis of these average per ton
expenses and on the assumption that spreads between value of products
and farm price of cottonseed equal those for the State as a whole, a co-
operative oil mill would have available for payment of interest on bor-
rowed operating capital, dividends on the capital invested, and patronage
dividends or refunds to members, an average of $9.80 per ton for the
1943-44 season. Assuming that the private gins, which gin cotton for
the "would-be" farm members of a cooperative mill, retain a margin of
$3.65,1^ the cooperative mill still would have $6.15 per ton available for
interest, dividends, etc.
Price margins may also be reduced by the adoption of more uniform
trade practices among the ginners within the State. As previously pointed
out, the use of cottonseed scales to obtain the actual weights of cotton-
iiAverage gin margin reported by ginners interviewed (Tablp XI)
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seed purchased will reduce considerably the loss in seed weight sus-
tained by ginners and should make lower margins possible.
SUMMARY AND CONCLUSIONS
1. Cottonseed, which less than sixty-five years ago was considered
largely a by-product from the growth of cotton, is at present an impor-
tant source of cash income to Louisiana farmers. Cottonseed ranked
sixth in value among the major field crops grown in Louisiana during
the 1943-44 season and accounted for about 18 per cent of the total value
of the cotton crop. The cottonseed sold from the 1943-44 crop was worth
nearly 14 million dollars.
2. During the 1943-44 season, farmers retained 7.2 per cent of their
cottonseed for home use as planting seed, 2.4 per cent for home use as
feed for livestock and for fertilizer and 3.3 per cent for sale as planting
seed. The remainder of the crop, 87.1 per cent, was sold largely to the
local ginners. Of the seed sold to the gin, 80 per cent was sold at the
time of ginning, 4 per cent during the season and 16 per cent at the end
of the season. The amount of cottonseed retained by farmers for home
use changed very little during the 1943-44 season as compared with the
1942-43 season.
3. Normally the price paid by oil mills for cottonseed is based on
the current and anticipated value of the products processed from the
seed, less processing and transportation costs. The margins retained for
processing are less liberal where competition is active. However, since
1942, mills have operated under contracts with the Commodity Credit
Corporation and purchase all cottonseed on the basis of United States
Standard Grades. The mills pay a minimum price per ton for seed of
the base grade with premiums and discounts for seed of other grades.
The minimum price in Louisiana during the 1943-44 season was $56.00
per ton for "basis grade" cottonseed.
4. Ginners in turn base the prices which they pay growers for cot-
tonseed on a margin per ton under the prices at which they can sell the
seed to the mills. The ginner margin varies somewhat with what com-
peting ginners pay for cottonseed.
5. The grade of cottonseed depends largely upon the weather and
soil conditions under which the seed are produced and was found to vary
considerably. Cottonseed grades during the 1943-44 season ranged from
102 in District I to 95.5 in District IV. Although the individual farmer
seldom receives premiums or discounts upon cottonseed sold, he may be
benefited indirectly by the grading system. Ginners receiving premiums
or discounts on seed sold generally reflect a portion of the gain or loss in
the price paid for cottonseed at the gin.
6. The annual margins between the value of cottonseed products
sold by the mill and the average price received by farmers were found
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to be relatively stable as compared with the fluctuations in the annual
value of the products and the average farm price. The fluctuations in
the average farm price were somewhat wider than those for the mill
product values.
7. The average margins per ton retained by ginners varied from
—$0.69 to $8.40. Some of the causes of the wide variations in margins
were: Use of arbitrary methods in arriving at weights of cottonseed;
paying high prices for cotton and absorbing losses on profits from cotton-
seed; methods used in making seed settlements with growers; charging
low prices for ginning services and taking wide margins on cottonseed;
and the degree of competition between gins.
8. Results from the operation of a cooperative oil mill during the
1943-44 season in Louisiana suggest that cooperative processing might
enable farmers to reduce the margin between the value of cottonseed
products and the price received for raw cottonseed.
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